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EXPOSURE DRAFT
PROPOSED STATEMENT OF POSITION
ON
ACCOUNTING FOR MOTION
PICTURE FILMS
Proposal to Financial Accounting Standards Board to
Amend AICPA Industry Accounting Guide, Accounting
for Motion Picture Films

JULY 2 6 , 1 9 7 8
Issued by the Accounting Standards Executive Committee of the
American Institute of Certified Public Accountants
For Comments From Persons Interested in Accounting and Reporting

Comments should be received by August 3 1 , 1978, and addressed to
Suesan R. Catlett, Assistant Manager, Accounting Standards Division, File no. 2550
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036

AICPA

American Institute of Certified Public Accountants
1211 Avenue of the Americas, New York, New York 10036

(212)

575-6200

July 26, 1978
To Practice Offices of CPA Firms; Members
of Council; Technical Committee Chairmen;
State Society and Chapter Presidents,
Directors, and Committee Chairmen;
Organizations Concerned With Regulatory,
Supervisory, or Other Public Disclosure
of Financial Activities; Persons Who Have
Requested Copies:

An exposure draft of a proposed statement of position entitled
Accounting for Motion Picture Films accompanies this letter.
Comments and suggestions on any aspect of the enclosed draft are sought
and will be appreciated. They should be addressed to Suesan R. Catlett,
Assistant Manager, Accounting Standards Division, File Ref. no. 2550, at the
AICPA, by August 31, 1978. The accounting standards executive committee
and the task force on entertainment companies will be particularly
interested in the reasoning underlying comments and suggestions.

Sincerely yours,

Arthur R. Wyatt, Chairman,
Accounting Standards
Executive Committee

Suesan R. Catlett, Assistant Manager,
Accounting Standards Division

PROPOSED STATEMENT OF POSITION ON
ACCOUNTING FOR MOTION PICTURE FILMS

INTRODUCTION
1. T h e AICPA Industry Accounting Guide, Accounting
for Motion
Picture Films ( g u i d e ) , discusses, in
addition to other subjects, accounting for revenue from television exhibition, t h a t is, sales of rights to
p e r m i t one or more exhibitions of
films during specified license periods. T h e guide concludes t h a t
the revenue from films licensed for
television should not be recognized
prior to commencement of the license
period and not until all of the following conditions have been met:
1. The sales price for each film is
known.
2. The cost of each film is known or
reasonably determinable.
3. Collectibility of the full license
fee is reasonably assured.
4. The film has been accepted by
the licensee in accordance with
the conditions of the license
agreement.
5. The film is available, i.e., the
right is deliverable by the
licensor and exercisable by the
licensee.
T h e guide further states that
The fifth condition regarding
availability distinguishes the recommended method from the contract
method in that revenue is not recognized until the right is exercisable by
the licensee and all conflicting licenses have expired. Exhibition
rights transferred to a licensee

generally are definable by geographic market area and are marketed in a manner to avoid conflict
in a given market. Conflict may
exist in a market between (1)
theaters and television stations, (2)
network television and local stations,
and (3) two or more local stations
within the market area. The conflict
between theatrical showing and telecasting also is recognized by the producer (or owner) of the film, who
usually imposes restrictions on distribution which prohibit the licensing of the film for television for a
sufficient period of time to allow for
theatrical release. Because of these
circumstances, the Committee has
concluded that revenue from the licensing of a film should be recognized in the same sequence as the
market-by-market exploitation of the
film and at the time the licensee is
able to exercise his rights under the
agreement, which would be the later
of the commencement of the license
period (the right then being exercisable by the licensee) or the expiration of a conflicting license (the
right then being deliverable by the
licensor).
2. It has come to t h e attention of
the division that t h e description of
availability q u o t e d above does not
discuss restrictions on t h e timing of
showings other t h a n the first showing of a motion picture film u n d e r a
license agreement. T h e effect of
those types of restrictions needs
to b e clarified because different in-
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CONCLUSION
3. This statement of position
a m e n d s the guide b y inserting the
following as t h e concluding sentences of t h e description of availability q u o t e d above (second paragraph on p a g e 8 of t h e g u i d e ) :
Thus, the availability condition is
met when a film may be shown for
the first time under a licensing
agreement. The committee has concluded that restrictions on timing of
subsequent showings of the film
under the same license agreement,
or a contemporaneous license with
the same licensee, do not affect the
availability date.

TRANSITION
4. This statement of position
should b e applied on a retroactive
basis b y restating the financial statements of prior periods issued after
J u n e 30, 1973, the date of t h e
AICPA Industry Accounting Guide,
Accounting
for Motion
Picture
Films. Disclosures should b e m a d e
in t h e financial statements in the
period of change in accordance with
p a r a g r a p h 28 of APB Opinion 20.

